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PART 1: 


ANNUAL 

BUDGETS 


MAYOR’S REPORT 


1. INTRODUCTION 

According to Local Government: Municipal Finance Management Act no 56 of 2003 
Section 16, 

(1) The Council of a municipality must for each financial year approve an annual 
budget for the municipality before the start of that financial year. 

(2) In order for a municipality to comply with subsection (1) , the mayor of the 
municipality must table the annual budget at a council meeting at least 90 days 
before the start of the budget year. 


The key components of the multi-year budget are: 

1.1. Human capital development 

The allocation for the training and development of councillors, officials and ward 
committees is R1.6M. 

This is an increase of 45,5% on last year’s budget, and will serve to further address 
the need to improve current skills, acquire new skills and support capacity 
enhancement initiatives for the incoming council in order to enable the municipal 
machinery to more effectively deal with the daunting challenges of service delivery 
improvement to all our communities. 
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1.2. Investment in operating activities 


The allocation for operating activities R187,7M, 6,6% of which is dedicated to 
programmes with social and community bias such as sports, arts & culture support, 
youth empowerment, HIV/ Aids - related initiatives and traditional authorities 
support. 

The remainder of the allocation will be applied to address the needs relating to 
operational efficiency and administrative support. 


1.3. Indigent support services 

The budget sets aside R6,4M for indigent support in the form of free basic services 
such as water and electricity, excluding subsidised rates for free basic water in billed 
areas. 

The comparative allocation for the prior year was R5,6M; and to further reduce the 
basic services backlog, households earning incomes below the poverty line will 
benefit R13,8M from the allocations for the two outer years. 

Based on current year budget performance to 28 February 2013, the budget for the 
current financial year will be fully utilised. 

1.4. ICT infrastructure upgrade 

The budget allocation is R3,3M. 

This will address ICT related needs in line with the municipal ICT Master Plan (which 
includes upgrading, new acquisitions, replacements and enhancements as well as 
maintenance), as well as the operationalization of the traffic management system in 
the new Traffic offices. 

The comparative figure for the prior year was R2,6M, while projected spending over 
the next two years is R7,3M. 

The current year ICT budget is projected to be fully spent by 30 June 2013. 

1.5. Capital investment 

The amount allocated for infrastructure maintenance is R9,8M. 

The budget will cater for maintenance of land and buildings, street lights and road 
infrastructure in the CBD and township, excluding upgrade work which will be 
undertaken through capital programmes. 

The prior year comparative figure is R6,7M while, on the other extreme, an amount 
of R23,7M will be injected into this priority area over the next two years. 

An amount of R90,4M will be invested in capital projects. 
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Capital investment will be increased to R199,5M over the medium term period. 

1.6. Revenue -modelling 2013/2014 

The income of R258,4 which underpins our budget is based on sound revenue 
models and projections. 

A municipal tariff structure for the range of services provided by the municipality has 
been put in place to ensure that the municipality achieves its target of R47,4M in own 
revenue. 

All positively identified and confirmed revenue sources, including intergovernmental 
transfers, have been taken into account in arriving at the revenue estimates that 
constitute this budget funding envelope. 

1.7. Conclusion 

Our cherished objectives are reducing poverty, creating jobs and creating a better 
life for all. 

I am mindful that debilitating and grinding poverty still afflicts and chains the majority 
of our rural population. 

I am mindful that serious service backlogs and lack of adequate infrastructure 
network are still issues to be addressed aggressively throughout our municipality. 

I am convinced that true democracy and under-development are antithetical 
concepts - they cannot co-exist, not among our people. 

In this spirit, I therefore challenge us to make it the privilege and burden of all of us 
who consider ourselves bound to this municipality with loyalties and allegiances 
which are broader and deeper than our individualism and self-interests to support 
our service delivery and budget implementation processes. 
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Having regard to the foregoing facts, I would like to direct attention to the annual 
budget of the municipality, structured as follows — 

A total funding envelope of R258.4M for the first budget year, to be channelled to 
spending as follows — 

Capital spending budget of R90,4M. 

Operational costs budget of R187,7M. 

Further, note should be taken that special focus and general programmes for an 
amount of R12, 4M are included in the operating budget. 
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2. COUNCIL RESOLUTIONS 

On 28 March 2013, the council of Greater Giyani Municipality met in the Giyani Old 
legislative Assembly Hall to consider the draft annual budget of the municipality for 
the financial year 2013/2014. 

The council of Greater Giyani Municipality, acting in terms of section 24 of the 
Municipal Finance Management Act (Act 56of 2003), approves and adopts - 
The annual budget of the municipality for the financial year 2013/14 and the multi- 
year and single year capital appropriations as set out in the following tables: 

a. Budget Summary as contained in TablelO MBRR A1 

b. Budgeted Financial Performance (Revenue and Expenditure by Standard 
Classification) as contained in Table 11 MBRR A2 

c. Budgeted Financial Performance (Revenue and Expenditure by Municipal Vote) 
as contained in Table 12 MBRR A3 

d. Budgeted Financial Performance (Revenue and Expenditure) as contained in 
Table 14 MBRR A4 

e. Budgeted Capital Expenditure by Vote, Standard Classification and Funding as 
contained in Table 15 MBRR A5 

f. Budgeted Financial Position as contained in Table 16 MBRR A6 

g. Table 17, MBRR A7 - Budgeted Cash flows as contained in Table 17 MBRR A7 

h. Cash backed Reserves/ Accumulated Surplus Reconciliation as contained in 
Table 18 MBRR A8 

i. Asset Management as contained in Table 19 MBRR A9 

j. Basic Service Delivery Measurement as contained in Table 20 MBRR AlO 

The council of Greater Giyani Municipality, acting in terms of section 75A of the 
Local Government: Municipal Systems Act (Act 32 of 2000) approves and adopts 
with effect from 1 July 2013 the Tariff Structure of municipal services as set out in 
Annexure A. 

To give effect to the Municipality’s annual budget, the Council of Greater 
Municipality approves that cash backing be implemented through the utilisation of 
revenue from municipal services to ensure that capital reserves and provisions, 
and, unspent conditional grants are cash-backed as required in terms of the 
municipality’s funding and reserves 
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3. EXECUTIVE SUMMARY. 

3.1. Revenue is expected to improve as the new valuation roll come 
with new property even though the tarrifs for property rate have 
been decreased for the coming financial year. As a result the 
revenue budget is higher over the forecast period. 

3.2. The municipality still budget for a cash-based zero surplus/deficit 
for 2013/14 and the medium term. 

3.3. The municipality gross debt level is estimated to rise due to levying 
of interest on overdue accounts, but at a progressively reducing 
rate as this, coupled with credit control measures, is likely to serve 
as a deterrent against payment defaulting. This is expected to 
continue until full current billing collection is realized, which can 
only become foreseeable towards the end of the medium term. 

3.4. National Treasury’s MFMA Circular No 66 was used to guide the 
compilation of the 2013/14 MTREF. 

3.5. The main challenges experienced during the compilation of the 
2013/14 MTREF can be summarised as follows: 

• The on-going difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing 
resource envelope given the cash flow realities and escalating consumer 
services and rates debt; 

• The increased cost of bulk water and electricity. 

• Wage increases for municipal staff that continues to exceed consumer 
inflation, as well as the need to fill critical vacancies; 

• Affordability of capital projects - original allocations had to be reduced 
and the operational expenditure associated with routine maintenance 
needed to be factored into the budget as part of the 2013/14 MTREF 
process; and 

• Availability of affordable capital/borrowing 

3.6. The following budget principles and guidelines directly informed 
the compilation of the 2013/14 MTREF: 

• The 2012/13 Adjustments Budget priorities and targets, as well as the 
base line allocations contained in that Adjustments Budget were 
adopted as the upper limits for the new baselines for the 2012/13 
annual budget; 

• Intermediate service level standards were used to inform the 
measurable objectives, targets and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should 
generally not exceed inflation as measured by the CPI, except where there 
are price increases in the inputs of services that are beyond the control of 
the municipality, for instance the cost of bulk water and electricity. 
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In addition, tariffs need to remain or move towards being cost reflective, and should 
take into account the need to address infrastructure backlogs; 

• There will be no budget allocated to national and provincial funded projects unless 
the necessary grants to the municipality are reflected in the national and provincial 
budget and have been gazetted as required by the annual Division of Revenue Act 


3.7 FINANCIAL IMPLICATIONS 

• Overall, the MTREF budgets appropriates a total allocation of R258,4M for 
spending in the first year, which will be increased by R292,7M over the medium term 
period. The increase on the previous year budget (of R222, 9M) is 15.93 per cent. 

• Grants and transfers from national government contribute R211M to the funding 
envelope while the municipality’s internally-generated revenue accounts for the 
balance of R47, 4M, making the dependency ratio to grants on 82%. The projected 
increase in own revenue, as compared to R39, 3M in the previous financial year, is 
justified by the improving collection trend. 

3.8. SERVICE DELIVERY IMPLICATIONS 


The central tendency of this budget is that of continuity within medium-term 
budgeting - building on past achievements and strengthening alignment between 
institutional priorities and service delivery improvement. The budget does not 
therefore introduce new priorities to the SDBIP, but revised alignment of priorities to 
funding. 

• The MTREF budget presents the fiscal framework within which the municipality will 
work to deliver on the spending priorities of the government, namely, basic 
education, health, community safety, rural development job creation and investment, 
within the context of the municipality’s powers and functions. 
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• The budget for maintenance increases by 46.27 per cent from R6, 7M to R9, 8M. 
This is an acknowledgment by the municipality of the deteriorating service delivery 
assets and the need for renewal maintenance, as well as the prohibitive funding 
situation. 


• The R148, IM in LGES is spread between capital projects and operational 
requirements. 

• The balance of the budget allocated for operating expenditure will also go a long 
way in improving operational and administrative capacity and efficiency to support 
the implementation of service delivery programmes and initiatives 


3.9 TARIFF PERFORMANCE OUTCOMES 

• As presented in details under the Mayor’s Report, tariff performance translates into 
overall financial performance as follows: 

• Actual revenue collected from municipal rates and services for the year-to-date 
period ended 28 February 2013 is R9, 3M. The projected revenue collection for the 
current financial year ending 30 June 2013 is R39,2 . The targeted collection for the 
first budget year is R47,4M. 


3.10. CONSOLIDATED OVERVIEW OF 2013/14 

• In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2013/14 Medium-term Revenue and Expenditure Framework: 


Table 1: Overview of the proposed 2013/14 Medium term revenue & 
expenditure framework 


R’OOO 

Adj. budget 
2012/13 

2013/14 

2014/15 

2015/16 

Total operating 
revenue 

175 884 

199 335 

226 623 

277 817 

Total operating 
expenditure 

167 811 

187 715 

197 997 

209 967 

Surplus/(Deficit) 

8 073 

11 620 

28 626 

67 850 

Total Capital 
expenditure 

73 135 

90 458 

101 959 

97 684 
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Total operating revenue has grown by 13.33 per cent or R23,4 million for the 
2013/14 financial year when compared to the 2012/13 Adjustments Budget. For the 
two outer years, operational revenue will increase by 13,69 and 22,59 per cent 
respectively. 

• When compared to the 2012/13 Adjustments Budget, operational expenditure has 
grown by 11,86 per cent in the 2013/14 budget and by 5,4 and 6,04 per cent for each 
of the respective outer years of the MTREF. These surpluses will be used to fund 
capital expenditure and to further ensure cash backing of reserves and funds. 

• The capital budget of R90,4 million for 2013/14 is 23,68 per cent more when 
compared to the 2012/13 Adjustment Budget. The capital projects increases to 
R101,9 million in the 2014/15 financial year and then decreases in 2015/16 to R97,6 
million. 
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4. OPERATING EXPENDITURE FRAMEWORK 

The municipality’s expenditure framework for the 2013/14 budget and MTREF is 
informed by the following; 

• Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of 
the MFMA; and 

• Operational gains and efficiencies will be directed to funding the capital budget and 
other core services. 

4.1. Employee related costs 

• The budgeted allocation for employee related costs for the 2013/14 financial year 
totals R81,7 million, which equals 43,5 per cent of the total operating expenditure. 
Expenditure against overtime is only provided for emergency services and other 
critical functions. 


4.2. Remuneration of councillors 

• The cost associated with the remuneration of councillors is determined by the 
Minister of Co-operative Governance and Traditional Affairs in accordance with the 
Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent 
proclamation in this regard has been taken into account in compiling the 
Municipality’s budget. 

4.3. Debt impairment 

• The provision of debt impairment was determined based on an annual collection 
rate of 65 per cent and the Debt Collection policy of the municipality. For the 2013/14 
financial year this amount equates to R16,9 million and escalates to R17,7 million by 
2014/15. While this expenditure is considered to be a non-cash flow item, it informed 
the total cost associated with rendering the services of the municipality, as well as 
the municipality’s realistically anticipated revenues. 

4.4. Depreciation and asset impairment 

• Provision for depreciation and asset impairment has been informed by the 
municipality’s Asset Management Policy. Depreciation is widely considered a proxy 
for the measurement of the rate asset consumption. Budget appropriations in this 
regard total R19.7 million for the 2013/14 financial and equates to 10,5 per cent of 
the total operating expenditure. 

4.5. Finance charges 

• Finance charges consist primarily of transaction fees and service charges on the 
municipality’s primary and salary bank accounts. Finance charges make up 0,1 per 
cent of operating expenditure. The significant reduction in finance charges compared 
to past financial period resulted from the paid up overdraft facility and operating on 
positive cash balances. 
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4.6. Bulk purchases 

• Note should be taken that although the municipality provides water distribution 
services; it did not budget for bulk water purchases pending the signing of an 
agreement with Mopani District Municipality appointing the municipality as water 
services provider. Revenues, costs and liabilities relating to the water function are 
ring-fenced and transferred to an inter-municipal account designated for the District 
municipality which is the water services authority. 

4.7. Other materials 

• Other materials comprise of amongst others the purchase of fuel, diesel, materials 
for maintenance, cleaning materials and chemicals. In line with the municipality’s 
repairs and maintenance plan this group of expenditure has been prioritised to 
ensure sustainability of the municipality’s infrastructure. For 2013/14 the budget is 
3,3 million , 3,9 and 4,4 for the two outer years. 


4.8. Contracted services 

• Contracted services have been identified as a cost saving area for the municipality. 
In the 2013/14 financial year, this group of expenditure totals R14,7 million. The 
municipality will continue to identify alternative practices and procedures, including 
building in-house capacity for certain activities that are currently being contracted 
out. 

4.9. Other expenditure 

• Other expenditure comprises of various line items relating to the daily operations of 
the municipality. This group of expenditure make up 32,6 per cent of the total 
operating expenditure. 
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PART 2: 


SUPPORTING 

DOCUMENTATION 


5. SUPPORTING DOCUMENTATION 


5.1 OVERVIEW OF ANNUAL BUDGET PROCESS 
Background 

Section 53 of the MFMA requires the Mayor of the municipality to provide general 
political guidance in the budget process and the setting of priorities that must guide 
the preparation of the budget. In addition Chapter 2 of the Municipal Budget and 
Reporting Regulations states that the Mayor of the municipality must establish a 
Budget Steering Committee to provide technical assistance to the Mayor in 
discharging the responsibilities set out in section 53 of the Act. 

The Budget Steering Committee consists of the Municipal Manager and senior 
officials of the municipality meeting under the chairpersonship of the MMC for 
Finance. 

The primary aim of the Budget Steering Committee is to ensure: 

> That the process followed to compile the budget complies with legislation 
and good budget practices; 

> that there is proper alignment between the policy and service delivery 
priorities set out in the City’s I DP and the budget, taking into account the 
need to protect the financial sustainability of municipality; 

> that the municipality’s revenue and tariff setting strategies ensure that the 
cash resources needed to deliver services are available; and 

> that the various spending priorities of the different municipal departments 
are properly evaluated and prioritised in the allocation of resources. 


In terms of section 21 of the MFMA the Mayor is required to table in Council ten 
months before the start of the new financial year (i.e. in August 2012) a time 
schedule that sets out the process to revise the I DP and prepare the budget. 

The Mayor tabled in Council the required the IDP and budget time schedule on 31 
August 2012. Key dates applicable to the process were: 

August 2012 

> Review of previous year’s budget and IDP process and completion of 
budget evaluation checklist. 

> Develop a timetable of key budget and IDP deadlines for the 2013/2014 
budget process. 

> Approval of SDBIP 28 days after approval of budget. 

> Finalization and signing of performance agreements (by senior managers). 


October 2012 

> Review past performance (financial & non-financial): Analysis of current reality 
including basic facts and figures. 

> Review long term plans, setting out long term performance plans in terms of 
outcomes, service level requirements, demographics, backlogs etc. 



November 2012 

> Initial tariff and revenue modeling. 

> Integrate macro-economic indicators using Medium Term Budget 
Policy Statement (MTBPS) from NT. 

> Projects prioritization with the communities: Input and feedback flow. 


January 2013 

> Draft HR plan including personnel budgets. 

> Draft I DP amendments. 

> Draft operating and capital plans per function or department, detailing 
service levels, initiatives, financial forecasts and non-financial 
indicators 

> Detailed line item budget in line with operating and capital plans per 
function or department. 

> Prepare and submit to NT, PT and DLG&H the annual reports for 
2011/12 and all prior years. 

> Assess municipal performance for the first 6 months of 2012/13 and 
submit mid-year performance assessment to Council. Include oversight 
report with any corrective measures proposed. 

> Table the 2012/13 adjustment budget. 

March 2013 

> Table Draft Budget Document: Information from operational 
plans and line item budgets are combined to form the draft 
annual budget document 

> Update and develop sector/ integrated plans/ programmes. 


April 2013 

> Public consultations and budget debates (commencement): Make 
budget available to and considers views of the public, NT, PT and other 
stakeholders. 


May 2013 

> Approval of I DP and budget together with revised tariffs, budget related 
policies, SDBIP and IDP /Budget process plan for 2013/14. 

> Submission of IDP and budget to NP, PT, DLG&H as well as other 
stakeholders. 


The draft 2013/14 MTREF budget and IDP were tabled before council on 28 March 
2013 . 
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5.2. LEGISLATION COMPLIANCE STATUS 

Compliance with the MFMA implementation requirements have been substantially 
adhered to through the following activities: 

1. In year reporting 

Reporting to National Treasury in electronic format was fully complied with on a 
monthly basis. Section 71 reporting to the Executive Mayor (within 10 working days) 
has progressively improved 

2. Internship programme 

The Municipality is participating in the Municipal Financial Management Internship 
programme and has employed Seven interns undergoing training in various divisions 
of the Financial Services Department. 

3. Budget and Treasury Office 

The Budget and Treasury Office has been established in accordance with the 
MFMA. 

4. Audit Committee 

The Municipality has not yet established its own Audit Committee, Flowever, an Audit 
Committee appointed by the District Municipality provides shared services to all the 
local municipalities in the district. 
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OTHER SUPPORTING DOCUMENTS 


Supporting details to budget are contained in supporting tables SAl to SA37. 
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SUPPORTING 

TABLES 


6 MUNICIPAL MANAGER’S QUALITY CERTIFICATION 



TO: Provincial Treasury, Limpopo 
National Treasury, South Africa 

QUALITY CERTIFICATE ON THE DRAFT MTREF BUDGET 

I, GEZANI ISAAC MASINGI, municipal manager of GREATER GIYANI 
MUNICIPALITY, hereby certify that the draft budget and supporting 
documentation have been prepared in accordance with the Municipal Finance 
Management Act (Act No 56 of 2003) and the regulations made under the Act, 
and the draft budget and supporting documents are consistent with the Integrated 
Development Plan of the municipality. 


Gl Masingi Date 

Municipal Manager; 

Greater Giyani Municipality 

LP331 
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